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August 21, 2000

The Honorable John D. Dingell
House of Representatives

Subject: VA Health Care: Supply of Nursing Home Beds Is Sufficient to 2005 in the
Detroit, Michigan, Area

Dear Mr. Dingell:

This letter responds to your request that we review the Department of Veterans
Affairs (VA) needs assessment of nursing home care in the Detroit, Michigan,
area. The purpose of VA’s assessment was to determine whether the number of
available nursing home beds would be sufficient to serve the long-term care needs
of VA patients in that area through 2005. According to VA, this assessment was
made in response to the August 3, 1999, House Report accompanying the
Departments of Veterans Affairs and Housing and Urban Development and
Independent Agencies Appropriations Act, 2000 (P.L. 106-74, Oct. 20, 1999). VA’s
assessment is shown in enclosure I.

In summary, VA’s conclusion in its assessment—that the supply of beds available
to VA in 2005 will be sufficient to meet VA’s needs—is likely to be correct. Even
allowing for underestimates by VA regarding demand for nursing home care and
overestimates of the supply of nursing home beds, the supply of beds available is
likely to be sufficient to meet demand. To determine whether the number of
nursing home beds would be adequate, VA used 1996 national nursing home use
rates and current population projections to estimate the total demand for nursing
home beds in 2005. It then used current Detroit-area data from the Health Care
Financing Administration (HCFA) on nursing home bed availability to project the
likely number of beds that would be available in 2005. VA concluded that the
supply would be sufficient to meet projected demand.

In reviewing VA’s assessment, we looked at the various assumptions and
estimates VA made and discussed the details of the assessment with the VA
official responsible for the analysis. However, we did not independently verify the
source data contained in the VA assessment. With this exception, we performed
our work in accordance with generally accepted government auditing standards.
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PROJECTED DEMAND

To estimate the future veteran demand for nursing home beds in the four-county,
metropolitan Detroit area, VA used an estimate (based on 1990 census data) of the
veteran population, by age group, in the Detroit area in 2005. To this projection,
VA applied nursing home usage rates, also by age group, developed in a 1996
study by the Agency for Healthcare Research and Quality1 (AHRQ) and the
National Institutes of Health (NIH). These calculations yielded an estimate of the
number of Detroit-area veterans who might require nursing home care on any
given day in 2005—3,981 veterans.

According to VA estimates, VA has historically met about 16 percent of veterans’
demand for nursing home care nationwide. The remaining 84 percent is met by
sources such as Medicaid and private funds. Applying the 16 percent figure to the
estimated need for all Detroit area veteran nursing home care in 2005, VA
computed that its expected need for nursing home beds would be 637 (or about 16
percent of the 3,981 veterans who need care) on any given day. VA used the 16
percent nationwide average as the upper limit of the potential workload. To
establish a lower limit boundary, VA used 6.7 percent, because, according to VA
records, about 6.7 percent of Detroit-area veterans used VA health care services in
fiscal year 1999. Given these two boundaries—6.7 percent at the low end and 16
percent at the high end—and the total expected daily need for nursing home beds
in 2005 for 3,981 veterans, VA expects its nursing home bed need in the Detroit
area in 2005 to be between 266 and 637 per day.

However, the Veterans Millenium Health Care and Benefits Act (P.L. 106-117),
which was passed in 1999, could affect the accuracy of VA’s estimated need for
nursing home beds by increasing the number of veterans to whom VA must
furnish nursing home care. The Millennium Act requires VA to furnish or fund
care (1) for any veteran in need of such care for a service-connected disability and
(2) for any veteran who needs such care and who has a service-connected
disability rated at 70 percent or more, regardless of whether care is needed
specifically for the disability. Before the act, VA offered nursing home care to
veterans if resources were available, but it was not obligated to furnish nursing
home care to any veteran. Thus, the act could increase the number of veterans
who request and are furnished nursing home care beyond the historic rates. On
the other hand, VA may have already been providing nursing home care to a
significant number of veterans who are now entitled to receive care. If so, the act
would have little or no effect on the numbers of veterans who will be served in the
future.

According to an official who helped prepare the VA study, the potential effect of
the act was not factored into estimates of future demand for nursing home beds in
the Detroit area. According to this official, VA is currently studying implications

1 Formerly known as the Agency for Health Care Policy and Research.
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of the act, but estimates were not available when the study was completed.
Nonetheless, this official told us that VA does not expect the act to result in much
increase in demand because (1) a portion of veterans currently receiving VA
nursing home care are among those who became entitled to care under the act
and (2) it is likely that use of alternatives to nursing home care such as home-
based care will fill the long-term care needs of a larger portion of veterans in the
future. In addition, VA expects that any increase in demand due to the act will be
small because some veterans who are now statutorily entitled to receive nursing
home services from VA will continue, as they do now, to obtain care through
Medicaid or to be cared for by family members.

Similarly, but less significantly, VA’s low-end estimate is affected by VA’s decision
to base projected 2005 need on the 1999 veteran usage rate for any kind of health
care, not just nursing home care. At the time of VA’s analysis, VA was furnishing
or funding nursing home care for 174 Detroit-area veterans, out of an estimated
total of 3,347 veterans needing nursing home care. Therefore, VA was meeting
about 5.2 percent (174 divided by 3,347) of Detroit-area veteran demand for
nursing home beds. The low end of demand for beds, based on the 5.2 percent of
veterans needing care and receiving it from VA, would be an average daily census
in 2005 of 207 veterans, rather than VA’s estimate of 266. This does not materially
affect the results of the study because it serves only to reduce the projected low-
end demand.

PROJECTED AVAILABILITY

In addition to future demand for nursing home beds, VA’s estimate of the future
supply of nursing home beds in the Detroit area rests primarily on its assessment
of the future number of community nursing home beds that will be available to VA
on a contract basis.2 However, several factors complicate the ability to predict the
future availability of nursing home beds to VA. To estimate the number of
available Detroit-area community nursing home beds that might be available in
2005, VA used 1999 HCFA data to determine the number of currently empty
community nursing home beds in the Detroit area, which was 4,018 in 1999. It
assumed there would be no change in the number of empty beds between 1999
and 2005. Based on data from a 1993 VA assessment of nursing homes, VA
assumed that about 28 percent of empty nursing home beds would be available to
and suitable for use by VA.3 VA then calculated that 1,128 beds (28 percent of

2 VA assumes that the capacity of the Michigan state veterans’ nursing home and the VA nursing
home care units in Michigan will be stable through 2005. We have no reason to believe these
assumptions are inaccurate.

3 In this study, VA determined, on a community nursing home-specific basis, (1) whether there
were empty nursing home beds in which to place veterans and (2) whether the nursing homes with
empty beds were suitable for placing of veterans. In 1993, there were 1,852 empty beds in the
Detroit area. Of those, only 525—or about 28 percent—were deemed suitable for veteran
placements. The remaining 72 percent of beds were closed for staffing or other reasons, in homes
that did not accept VA patients, or in homes that were unsuitable for VA patients for quality or
other reasons.
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4,018) would be available in community nursing homes in 2005. If, as VA expects,
the 82 beds in the Michigan state veterans’ home and the 309 VA nursing home
beds that are currently occupied by Detroit-area veterans remain available, a total
of 1,519 nursing home beds will be available in 2005.

VA assumed that the number of available beds would not change from 1999 to
2005. However, as pointed out in the VA study, the occupancy rate for Detroit-
area community nursing home beds has decreased significantly since the 1993
survey was completed. At that time, about 90.5 percent of local beds were filled,
leaving 1,852 empty beds. In 1999, about 80.4 percent of local beds were filled,
leaving 4,018 empty beds. If this continues, more beds would be empty and the
number of available beds is likely to be higher than VA’s estimate, making it even
more probable that beds will be available to veterans when needed in 2005. On
the other hand, if the demand for nursing home beds increases in the community
as the general population ages, the number of beds available to VA would be less
than it assumed in its report unless additional beds are constructed.

A VA official told us that VA used 1999 figures to represent 2005 community
nursing home availability because information was not available to more
accurately project nursing home bed availability to 2005. According to this
official, the number of available community nursing home beds should not
significantly change because (1) Michigan does not have a moratorium on nursing
home construction as do some other states, and therefore, if demand increases,
additional nursing homes can be built; (2) alternatives to nursing home care, such
as assisted living and home-based programs, are increasingly used to provide
long-term care, thus reducing the demand for nursing home beds; and (3) between
1993 and 1999, the number of beds available to VA increased, a trend that VA
expects will continue.

SUFFICIENCY OF NURSING HOME BEDS

In our opinion, the study’s conclusion that the supply of beds available to VA in
2005 will be sufficient to meet VA’s needs is likely to be correct. While a number
of factors not addressed by VA, such as demographic changes in the veteran
population and changes in the demand for community nursing home beds, could
affect the accuracy of VA's projections, the cushion between VA's estimated
demand and supply is so large that any effects from such factors should not
change VA's conclusions. Supply should be adequate unless there is a large
increase in the percentage of veterans for whom VA provides nursing home care
or a substantial decrease in the number of available Detroit-area community
nursing home beds. Based on what is known today, this scenario is unlikely to
occur. As figure 1 shows, demand could increase 50 percent above VA’s high-end
projectiondue to the Millennium Act, for instanceand still leave a cushion in
the event that only two-thirds of the beds VA is counting on prove to be available
and suitable.
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Figure 1: Nursing Home Beds Needed in 2005 Under Various Scenarios, Compared
to Projected Bed Availability
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AGENCY COMMENTS

VA reviewed a draft of this letter and agreed with our conclusion. While VA
agreed that factors not accounted for in its analysis could effect the magnitude of
its supply and demand estimates, it said that, given the degree of community bed
availability shown in VA’s study, it did not seem prudent to devote more resources
to additional, more intensive analyses. VA’s comments are included as enclosure
II.

We will send copies of this letter to the Honorable Hershel W. Gober, Acting
Secretary of Veterans Affairs, and to appropriate congressional committees. We
will also make copies available to others upon request.
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Please contact me at (202) 512-7101 or Ron Guthrie at (303) 572-7332 if you or
your staff have any questions. Other contributors to this analysis were Joe
Buschy and Steve Gaty.

Sincerely yours,

Stephen P. Backhus
Director, Veterans’ Affairs and

Military Health Care Issues

Enclosures – 2
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VETERANS HEALTH ADMINISTRATION
NEEDS ASSESSMENT FOR NURSING HOME CARE

IN THE DETROIT, MICHIGAN, AREA
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COMMENTS FROM THE DEPARTMENT OF VETERANS AFFAIRS

(406199)


